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SUBJECT: IMF MISSION FINDS CHILEAN ECONOMIC PROGRAM MAKING SATIS- 
FACTORY PROGRESS 

REE: A) SANTIAGO A-93; B) STATE 212374 

1. SUMMARY: IN PRIVATE TALK WITH EMBASSY ECONOMIC OFEICERS IMF 
MISSION DIRECTOR CARLOS SANSON EXPRESSED GUARDED OPTIMISM ABOUT 
CHILEAN ECONOMIC OUTLOOK. SANSON SEES ECONOMY EXPANDING AT 
SLOW PACE THROUGH EIRST HALF 1976 WITHSTRONGER GROWTH THEREAFTER. 
ECONOMIC ADJUSTMENT PHASE HE THINKS IS PROCEEDING SATISFACTORILY. 
PRESIDENT PINOCHET HAS ASSURED IMF THAT GOC WULL ENFORCE AUSTERITY 
PROGRAM UNTIL BOP AND STABILIZATION OBJETIVES ACHIEVED. END 
SUMMARY 

2. EMBOEFS MET OCTOBER 2 WITH IMF MISSION DIRECTOR CARLOS 
SANSON EOR EXCHANGE OE VIEWS ON PROGRESS OE ECONOMIC RECOVERY 
PROGRAM. POUR-PERSON IMF MISSION VISITED CHILE SEPT. 22 THROUGH 
OCTOBER 3 IN CONNECTION WITH GOC REQUEST EOR DRAWING FROM 1975 
OIL FACILITY. WE WERE TOLD THAT MISSION REPORT SHOULD COME 
BEPORE BOARD OF IMF AT LATEST BY END OF OCTOBER. SANSON MADE 
FOLLOWING OBSERVATIONS ON STATE OF AND OUTLOOK FOR CHILEAN ECONOMY: 
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3. BUSINESS CONDITIONS: SANSON NOTED A RECENT SURGE IN PRODUCTION 
AND SALES WHICH MAY INDICATE ECONOMY HAD TOUCHED BOTTOM. HE 
NONETHELESS THOUGHT RECOVERY PHASE WOULD BE SLOW WITH MANUFACTURING 
ACTIVITY REMAINING ESSENTIALLY FLAT FOR BALANCE OF 1975, SHOWING 

SLOW RECOVERY IN FIRST HALF OF 1976, AND PICKING UP MOMENTUM 
IN SECOND HALF. (COMMENT: CHILEAN MANUFACTURERS ASSOCIATION 
(SOFOFA) REPORTS INDUSTRIAL ACTIVITY AND SALES REGISTERED UPTURN 
FIRST TWO WEEKS OF SEPTEMBER OVER AUGUST LEVELS. IT IS STILL 
UNCERTAIN TO WHAT EXTENT INCREASE IS TO BE ATTRIBUTED TO SEASONAL 
AND OTHER SPECIAL FACTORS, SPECIFICALLY THE GRANTING OF SPECIAL 
BONUSES BY MANY EMPLOYERS DURING PERIOD OF INDEPENDENCE DAY 
CELEBRATIONS, AND HOW MUCH REFLECTS PROGRESS OF ECONOMIC RECOVERY 
PROGRAM (ERP) IN EFFECTING STABILIZATION OBJECTIVES.) 

4. UNEMPLOYMENT. PRELIMINARY INDICATIONS ARE THAT UNEMPLOYMENT 
IN GREATER SANTIAGO AREA REACHED ALMOST 17 PERCENT LEVEL IN EARLY 
SEPT. SANSON THOUGH CURRENT UNEMPLOYMENT RATE WAS PROBABLY AT 
OR NERAR CYCLICAL PEAK. 

5. INFLATION. SANSON SAW INFLATION RATE RECEDING TO 4-5 PERCENT 
LEVEL IN MOVEMBER AND DECEMBER. POSSIBLE A SMALL INCREASE IN 
EARLY 1976 AND DECLINING THEREAFTER. IN THIS CONNECTION, HE 
OBSERVED THAT THIS WEEK'S SHARP FALL IN INTEREST RATES AS INDICATIVE 
THAT INFLATIONARY EXPECTATIONS OF PUBLIC WERE BEING REVISED 
DOWNWARD. (FURTHER DISCUSSION BY SEPTEL.) HE ADMINTTED THAT IT IS 
DIFFICULT TO FORETELL WHETHER GOC WILL BE SUCCESSFUL IN GETTING 
INFLATION SUBSTANTIALLY BELOW 4-5 PERCENT MONTHLY RATE IN 
COMING YEAR. 

6. MONEY SUPPLY. SANSON NOTED THAT RECENT INFLUX OF FOREIGN 
EXCHANGE THROUGH BROKER'S MARKET HAD CAUSED RATHER SUBSTANTIAL 
INCREASE IN MONEY SUPPLY. EMBOFFS OBSERVED THAT SOME GOC 
ECONOMISTS HAD EXPRESSED CONCERN THAT THIS SOURCE OE MONETARY 
EXPANSION WOULD GENERATE NEW INFLATIONARY PRESSURES. SANSON 
DISMISSED THESE FEARS SURMISING THAT SOME OF THE GOC'S "CHICAGO" 
ECONOMISTSTS DID NOT REALLY UNDERSTAND "CHICAGO "THEORY VERY WELL. 

HIS VIEW IS THAT WITH DECERATING RATE OF INFLATION INDIVIDUALS 

AND BUSINESSMEN ARE TRYING TO REBUILD REAL MONEY BALANCES, 

HENCE NEED FOR EXPANSION IN NOMINAL MONEY SUPPLY. 
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7. AGRICULTURE. SANSON IS DISTINCTLY MORE PESSIMISTIC ABOUT 
GROWTH OF AGRICULTURE SECTOR IN COMING YEAR THAN BOTH LOCAL IMF 
REP AND FINANCE MINISTER CAUAS (REFTEL B). SANSON SEES SOME EXPANSION 
IN 1975/76 CROP YEAR BUT "NOTHING SPECTACULAR". (COMMENT: RECENT 
REPORTS, NOW CONFIRMED, THAT FARMERS STRONGLY ECONOMIZED ON FERTILIZE 
R 

FOR EARLY PLANTINGS LEND WEIGHT TO MORE PESSIMISTIC 1975/76 
CROP ASSESSMENT. GOC REVERSED POLICY ON FERTILIZER PRICES BUT 
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NOT, APPARENTLY, BEFORE SUBSTANTIAL DAMAGESALREADY DONE.) 

8. COPPER PRICES. SANSON TOLD US THAT IMF FORESEES SOME IMPROVEMENT 
IN COPPER PRICES DURING COURSE OF 1976. IN HIS OWN JUDGMENT, 

GOC SHOULD PROBABLY USE AVERAGE OF 65 CENTS IN POLICY FORMULA- 
TION. 

9. IMPORTS. IMF MISSION ESTIMATES THAT IMPORT VOLUME WILL 

REMAIN PRETTY MUCH AT CURRENT DEPRESSED LEVEL THROUGH EIRST HALF 
OF 1976. IMPORTS OF INTERMEDIATE GOODS SHOULD PICK UP FAIRLY 
STRONGLY IN LAST HALF OF YEAR EOR TOTAL GROWTH OF ABOUT 6 PERCENT 
ON THE YEAR. MISSION SEES AGRICULTURAL IMPORTS FALLING BY ABOUT 
$50-60 MILLION FROM 1975 LEVEL. (COMMENT: CAUAS, OTHER GOC 
ECONOMIC POLICYMAKERS, AND LOCAL IME REP (THE LATTER IN PRIVATE 
CONVERSATION WITH EMBOFES) HAVE EXUDED GREAT CONFIDENCE IN ABILITY 
CHILEAN AGRICULTURAL SECTOR TO GENERATE OUTPUT INCREASES IN THIS 
CROP YEAR WHICH WOULD ALLOW CHILE TO EFFECT LARGE REDUCTION IN 
AGRICULTURAL IMPORTS. WHILE MISSION MAY HAVE MADE MORE PESSIMISTIC 
PRICE ASSUMPTIONS THUS ACCOUNTING EOR SOME OF DIFFERENCE, 

APPARENTLY LOCAL AUTHORITIES HAVE BEEN UNABLE TO CONVINCE IMF 
MISSION OUTPUT TARGETS IN AGRICULTURAL SECTOR LIKELY TO BE MET. 

10. SANSON TOLD US THAT HE HAD BEEN RECEIVED BY PRESIDENT PINOCHET 
AND THAT PINOCHET HAD ASSURED HIM GOC WOULD STICK BY ERP UNTIL 
ITS OBJECTIVES ARE ATTAINED. SANSON APPEARED TO BE WELL PLEASED 
WITH MEASURES GOC IS TAKING TO DEAL WITH BOP PROBLEMS AND TO RESTORE 
ECONOMIC STABILITY. 

1 1 . IME MISSION EXPECTS REGULAR ARTICLE XIV CONSULTATION TO 
BEGIN LATE EEBRUARY 1976. 

POPPER 
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